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the regular Federal financial participa-
tion rate. 

(2) The State agency shall comply 
with the provisions set forth under 7 
CFR 277.18 and appendix A of 7 CFR 
277.18 of this chapter in determining 
and claiming allowable costs for the 
EBT system. 

(3) Access to system documentation, 
including cost records of contractors or 
subcontractors shall be made available 
and incorporated into contractual 
agreements in accordance with 
§ 277.18(k) of this chapter. 

(4) State agencies may receive one 
hundred percent Federal funding for 
the costs they incur for switching and 
settling all SNAP interstate trans-
actions. For purposes of this section, 
the term ‘‘switching’’ means the routing 
of an interstate transaction that con-
sists of transmitting the details of a 
transaction electronically recorded 
through the use of an EBT card in one 
State to the issuer of the card that is 
in another State; and the term ‘‘set-
tling’’ means movement, and reporting 
such movement, of funds from an EBT 
card issuer located in one State to a re-
tail food store, or wholesale food con-
cern, that is located in another State, 
to accomplish an interstate trans-
action. The total amount of one hun-
dred percent funding available annu-
ally is limited to $500,000 nationwide. 
Once the $500,000 limitation is exceed-
ed, Federal financial participation re-
verts to the standard fifty percent pro-
gram reimbursement rate and proce-
dure. To qualify for this funding, the 
State agency must: 

(i) Meet standards of interoperability 
and portability under § 274.8; 

(ii) Sign and submit, in each fiscal 
year for which the State agency re-
quests enhanced funding, an Interoper-
ability Funding Agreement to comply 
with the administrative procedures es-
tablished by the Department. The 
State agency must submit the signed 
agreement to the Department before 
the end of the fiscal year in which 
costs are incurred in order to qualify 
for payment for that fiscal year, and 

(iii) Submit requests for payment on 
a quarterly basis after the end of the 
quarter in which interoperability costs 
are incurred, in accordance with the 
Department’s administrative proce-

dures. Requests for payments shall be 
due February 15 (for the period October 
through December), May 15 (January 
through March), August 15 (April 
through June), and November 15 (July 
through September). Requests for pay-
ment submitted after the required date 
for a quarter shall not be considered 
until the following quarter, when such 
requests for payments are scheduled to 
be processed. 

§ 274.2 Providing benefits to partici-
pants. 

(a) General. Each State agency is re-
sponsible for the timely and accurate 
issuance of benefits to certified eligible 
households, including EBT system 
compliance with the expedited service 
benefit delivery standard and the nor-
mal application processing standards, 
as prescribed by these regulations. 
Those households located in rural areas 
or comprised of elderly or disabled 
members who have difficulty reaching 
issuance offices, and households which 
do not reside in a permanent dwelling 
or of a fixed mailing address shall be 
given assistance in obtaining an EBT 
card. State agencies shall assist these 
households by arranging for the mail-
ing of EBT cards to them, by assisting 
them in finding authorized representa-
tives who can act on their behalf, or by 
using other appropriate means. 

(b) Availability of benefits. All newly 
certified households, except those that 
are given expedited service, shall be 
given an opportunity to participate no 
later than 30 calendar days following 
the date the application was filed. An 
opportunity to participate consists of 
providing households with an active 
EBT card and PIN, and benefits that 
have been posted to the household’s 
EBT account and are available for 
spending. State agencies, utilizing a 
centralized mailing system, must mail 
EBT cards and PINs, if applicable, in 
time to assure that the benefits can be 
spent after they are received but before 
the 30-day standard expires. A house-
hold has not been provided an oppor-
tunity to participate within the 30-day 
standard if the EBT card or PIN is 
mailed on the 29th or 30th day. For 
households entitled to expedited serv-
ice, the State agency shall make bene-
fits available to the household not 
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later than the seventh calendar day 
following the date of application. State 
agencies which issue EBT cards by 
mail shall, at a minimum, use first 
class mail and sturdy nonforwarding 
envelopes or packages to send EBT 
cards to households. 

(c) Combined allotments. For those 
households which are to receive a com-
bined allotment, the State agency shall 
provide the benefits for both months as 
an aggregate (combined) allotment, or 
as two separate allotments, made 
available at the same time, in accord-
ance with the timeframes specified in 
§ 273.2 of this chapter. 

(d) Ongoing households. State agen-
cies shall establish an availability date 
for household access to their benefits 
and inform households of this date. All 
households shall be placed on an 
issuance schedule so that they receive 
their benefits on or about the same 
date each month. The date upon which 
a household receives its initial allot-
ment after certification need not be 
the date that the household must re-
ceive its subsequent allotments. 

(1) State agencies may stagger 
issuance throughout the month, or for 
a shorter period. When staggering ben-
efit delivery, however, State agencies 
shall not allow more than 40 days to 
elapse between the issuance of any two 
allotments provided to a household 
participating longer than two consecu-
tive, complete months. Regardless of 
the issuance schedule used, the State 
agency shall adhere to the reporting 
requirements specified in § 274.4. 

(2) Upon the request of the Tribal or-
ganization that exercises governmental 
jurisdiction over a reservation, the 
State agency shall stagger the issuance 
of benefits for eligible households lo-
cated on reservations for at least 15 
days each month. 

(3) When a participating household is 
transferred from one issuance system 
or procedure to another issuance sys-
tem or procedure, the State agency 
shall not permit more than 40 days to 
elapse between the last issuance under 
the previous system or procedure, and 
the first issuance under the new sys-
tem or procedure. The 40-day require-
ment does not apply to instances in 
which actions by recipients, such as 
failure to submit a monthly report, dis-

rupt benefits. Transfers include, but 
are not limited to, households being 
moved into or out of a staggered 
issuance procedure and households on a 
fluctuating schedule within a staggered 
system. If the State agency determines 
that more than 40 days may elapse be-
tween issuances, the State agency shall 
divide the new issuance into two parts, 
with one part being issued within the 
40-day period, and the second part, or 
supplemental issuance, being issued on 
the household’s established issuance 
date in the new system or procedure. 
The supplemental issuance cannot pro-
vide the household more benefits than 
the household is entitled to receive. 

(4) Notwithstanding the above provi-
sions, in months in which benefits have 
been suspended under the provisions of 
§ 271.7 of this chapter, State agencies 
may stagger issuance to certified 
households following the end of the 
suspension. In such situations, State 
agencies may, at their option, stagger 
issuance from the date issuance re-
sumes through the end of the month or 
over a five-day period following the re-
sumption of issuance, even if this re-
sults in benefits being issued after the 
end of the month in which the suspen-
sion occurred. 

(e) Household training. The State 
agency shall provide training to each 
household prior to implementation and 
as needed during ongoing operation of 
the EBT system. Training functions for 
an EBT system may be incorporated 
into certification procedures. At a min-
imum, the household training shall in-
clude: 

(1) Content which will familiarize 
each household with the provisions of 
paragraphs (e) through (h) of this sec-
tion and § 274.6 and § 274.7; 

(2) Notification to the household of 
the procedures for manual transactions 
and re-presentation as described in 
§ 274.8(d); 

(3) The appropriate utilization and 
security of the PIN; 

(4) Each household’s responsibilities 
for reporting loss or damage to the 
EBT card and who to report them to, 
both during and outside business hours. 
Information on a 24 hour hotline tele-
phone number shall be provided to each 
household during training; 
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(5) Written materials and/or other in-
formation, including the specific rights 
to benefits in an EBT system, shall be 
provided as prescribed under 7 CFR 
272.4(b) for bilingual households and for 
households with disabilities. This shall 
include the statement of non-discrimi-
nation found in Departmental Regula-
tion 4300–3 (available from USDA, Of-
fice of Civil Rights, Room 326–W, Whit-
ten Building, Washington, DC 20250). 
Written materials shall be prepared at 
an educational reading level suitable 
for SNAP households; 

(6) Information on the signs or other 
appropriate indicators located in 
checkout lanes that enable the house-
hold to identify lanes equipped to ac-
cept EBT cards. 

(7) Disclosure information regarding 
adjustments and a household’s rights 
to notice, fair hearings, and provisional 
credits. The disclosure must also state 
where to call to dispute an adjustment 
and request a fair hearing. 

(f) Personal Identification Number 
(PIN). The State agency shall permit 
SNAP households to select their PIN. 
PIN assignment procedures shall be 
permitted in accordance with industry 
standards as long as PIN selection is 
available to clients if they so desire 
and clients are informed of this option. 

(g) Adjustments. (1) The State agency 
may make adjustments to benefits 
posted to household accounts after the 
posting process is complete but prior to 
the availability date for household ac-
cess in the event benefits are erro-
neously posted. 

(2) A State agency shall make adjust-
ments to an account to correct an 
auditable, out-of-balance settlement 
condition that occurs during the re-
demption process as a result of a sys-
tem error. A system error is defined as 
an error resulting from a malfunction 
at any point in the redemption process: 
from the system host computer, to the 
switch, to the third party processors, 
to a store’s host computer or POS de-
vice. These adjustments may occur 
after the availability date and may re-
sult in either a debit or credit to the 
household. 

(i) Client-initiated adjustments. The 
State agency must act on all requests 
for adjustments made by client house-
holds within 90 calendar days of the 

error transaction. The State agency 
has 10 business days from the date the 
household notifies it of the error to in-
vestigate and reach a decision on an 
adjustment and move funds into the 
client account. This timeframe also ap-
plies if the State agency or entity 
other than the household discovers a 
system error that requires a credit ad-
justment to the household. Business 
days are defined as calendar days other 
than Saturdays, Sundays, and Federal 
holidays. 

(ii) Retailer-initiated adjustments. The 
State agency must act upon all adjust-
ments to debit a household’s account 
no later than 10 business days from the 
date the error occurred, by placing a 
hold on the adjustment balance in the 
household’s account. If there are insuf-
ficient benefits to cover the entire ad-
justment, a hold shall be placed on any 
remaining balance that exists, with the 
difference being subject to availability 
only in the next future month. The 
household shall be given, at a min-
imum, adequate notice in accordance 
with § 273.13 of this chapter. The notice 
must be sent at the time the initial 
hold is attempted on the household’s 
current month’s remaining balance, 
clearly state the full adjustment 
amount, and advise the household that 
any amount still owed is subject to col-
lection from the household’s next fu-
ture month’s benefits. 

(A) The household shall have 90 days 
from the date of the notice to request 
a fair hearing. 

(B) Should the household dispute the 
adjustment and request a hearing with-
in 10 days of the notice, a provisional 
credit must be made to the household’s 
account by releasing the hold on the 
adjustment balance within 48 hours of 
the request by the household, pending 
resolution of the fair hearing. If no re-
quest for a hearing is made within 10 
days of the notice, the hold is released 
on the adjustment balance, and this 
amount is credited to the retailer’s ac-
count. If there are insufficient funds 
available in the current month to cover 
the full adjustment amount, the hold 
may be maintained and settled at one 
time after the next month’s benefits 
become available. 
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(3) The appropriate management con-
trols and procedures for accessing ben-
efit accounts after the posting shall be 
instituted to ensure that no unauthor-
ized adjustments are made in accord-
ance with paragraph (h)(3) of this sec-
tion. 

(h) Stale account handling. Stale ben-
efit accounts are those Program ben-
efit accounts which are not accessed 
for three months or longer. 

(1) If EBT accounts are inactive for 3 
months or longer, the State agency 
may store such benefits offline. 

(i) Benefits stored off-line shall be 
made available upon reapplication or 
re-contact by the household; 

(ii) The State agency shall attempt 
to notify the household of this action 
before storage of the benefits off-line 
and describe the steps necessary to 
bring the benefits back on-line; 

(2) The State agency shall expunge 
benefits that have not been accessed by 
the household after a period of one 
year. Issuance reports shall reflect the 
adjustment to the State agency 
issuance totals to comply with month-
ly issuance reporting requirements pre-
scribed under § 274.4. 

(3) Procedures shall be established to 
permit the appropriate managers to ad-
just benefits that have already been 
posted to a benefit account prior to the 
household accessing the account; or, 
after an account has become dormant. 
The procedures shall also be applicable 
to removing stale accounts for off-line 
storage of benefits or when the benefits 
are expunged. Whenever benefits are 
expunged or stored off-line, the State 
agency shall document the date, 
amount of the benefits and storage lo-
cation in the household case file. 

§ 274.3 Retailer management. 
(a) Retailer participation. (1) All au-

thorized retailers must be afforded the 
opportunity to participate in the EBT 
system. An authorized food retailer 
shall not be required to participate in 
an EBT system. 

(i) Retailers who do not have imme-
diate access to telephones at the time 
of authorization shall be accommo-
dated by an alternative system (e.g., 
manual vouchers with preliminary or 
delayed telephone verification) for re-
deeming Program benefits from eligi-

ble SNAP customers. These retailers 
include stationary food stores which 
opt to make home deliveries to SNAP 
households, house-to-house trade 
routes which operate on standing or-
ders from customers, e.g. milk and 
bread delivery routes, food buying co-
operatives authorized to participate as 
well as other food retailers authorized 
under § 278.1 of this chapter. Prior to 
delivery or upon returning to the store, 
the retailer shall telephone the EBT 
central computer or hotline number to 
log the transaction and obtain an au-
thorization number. If authorization 
cannot be obtained before or at the 
time of purchase, the retailer assumes 
the risk for sufficient benefits being 
available in the household’s account. 
Any alternate method cannot be bur-
densome on either the household or the 
retailer, and it must include acceptable 
privacy and security features. Such 
systems shall only be available to re-
tailers that cannot be equipped with a 
POS terminal at the time of authoriza-
tion. 

(ii) Newly authorized retailers shall 
have access to the EBT system within 
2 weeks after the receipt of the FNS 
authorization notice. However, when-
ever a retailer chooses to employ a 
third party processor to drive its ter-
minals or elects to drive its own termi-
nals, access to the system shall be ac-
complished within a 30 day period or a 
mutually agreed upon time to enable 
the third party interface specifications 
and any State required functional cer-
tification to be performed by the State 
agency and/or its contractor. 

(2) Authorized retailers shall not be 
required to pay costs essential to and 
directly attributable to EBT system 
operations as long as the equipment or 
services are provided by the State 
agency or its contractor and are uti-
lized solely for SNAP. In addition, if 
Program equipment is deployed under 
contract to the State agency, the State 
agency may, with USDA approval, 
share appropriate costs with retailers 
if the equipment is also utilized for 
commercial purposes. The State agen-
cy may choose to charge retailers rea-
sonable fees in the following cir-
cumstances: 

(i) Cost for the replacement of lost, 
stolen or damaged equipment; 
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